
U N IT ED  STATES OF A M ER IC A  
B EFO R E TH E

BO A R D  OF G O V ER N O RS OF TH E FED ERA L R E SER V E SYSTEM
W A SH IN G TO N , D C.

In the M atter o f

JPM O R G A N  CH A SE & CO. 
N ew  York, N ew  Y ork.Docket No. 13-031-CMP-HC.Order of Assessment of a Civil Money Penalty Issued Upon Consent Pursuant to the Federal Deposit Insurance Act, as Amended.

W H ER EA S, JPM organ Chase & Co., N ew  York, N ew  Y ork  (“JPM C”) is a registered 

bank holding com pany, as defined in the B ank H olding Com pany Act, 12 U .S.C. § 1841 et seq ., 

and owns and controls JPM organ Chase Bank, N .A ., Colum bus, Ohio (the “B ank”), other U.S. 

insured depository institutions, various E dge A ct corporations organized under section 25A  o f  

the Federal R eserve Act, 12 U .S.C. § 611 seq ., and m ultiple other nonbank subsidiaries;

W H ER EA S, JPM C is a large, com plex organization that has a num ber o f  separate 

business lines and legal entities;

W H ER EA S, JPM C has adopted a firm w ide risk m anagem ent program  designed to 

identify and m anage risks across the consolidated organization;

W H ER EA S, JPM C has adopted a firm w ide internal audit program ;

W H ER EA S, prior to  M ay 2012, one o f  JPM C ’s business lines, the C hief Investm ent 

Office (the “CIO ”), m anaged a large synthetic credit portfolio (“ SCP”) that suffered significant 

losses com m encing in early 2012;
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W H ER EA S, in the second quarter o f  2012, the Federal R eserve B ank o f  N ew  Y ork (the 

“R eserve B ank”) com m enced a review  o f  JP M C ’s processes, procedures, and controls related to 

the CIO, including the SCP. Am ong other things, the R eserve B ank identified deficiencies in the 

risk m anagem ent function’s oversight o f  the risks associated w ith the SCP; the m odel 

governance function’s oversight o f  the m odel validation processes relating to  the CIO; the 

finance function’s developm ent o f  appropriate internal financial reporting for the CIO; the 

internal audit function’s assessm ent o f  the C IO ’s internal controls; and senior m anagem ent’s 

elevation o f  issues to  the board o f  directors, w hich did not allow for the board o f  d irectors’ 

m eaningful consideration o f  such issues;

W H ER EA S, on January 14, 2013, JPM C consented to  the issuance o f  a Consent O rder 

(the “Consent O rder”) by the B oard o f  G overnors o f  the Federal R eserve System  (the “B oard o f  

G overnors”) in recognition o f  the com m on goals o f  JPM C, the B oard o f  G overnors, and the 

R eserve B ank that JPM C operate in a safe and sound m anner on a firm w ide basis, particularly 

regarding activities conducted by the CIO, and that JPM C continue to  im plem ent an effective 

firm w ide risk m anagem ent program  regarding trading activities, not including activities 

undertaken as agent or fiduciary for non-affiliated parties, that is com m ensurate w ith JP M C ’s 

size, com plexity, and risk profile;

W H ER EA S, the C onsent O rder required, am ong other things, im provem ents in oversight 

by JP M C ’s board o f  directors o f  the risk m anagem ent, internal audit and finance functions o f  

JPM C, as well as enhancem ents to  JPM C ’s risk m anagem ent program , finance function, and 

internal audit function to  address deficiencies uncovered to  date by the R eserve Bank;
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W H ER EA S, on January 14, 2013, the B ank consented to  the issuance o f  a C onsent O rder 

by the Office o f  the Com ptroller o f  the Currency (the “O C C ”) designed to  rem edy deficiencies, 

identified by the OCC in the B ank ’s board and m anagem ent oversight, as well as B ank 

governance, risk m anagem ent, m odel risk m anagem ent, valuation control, and internal audit 

program s;

W H ER EA S, after the issuance o f  the Consent Order, the R eserve B ank has continued to  

review  JP M C ’s operations, policies, procedures, and controls related to  the SCP losses and to 

obtain additional inform ation regarding these m atters;

W H ER EA S, on Septem ber 19, 2013, the OCC assessed a consent civil m oney penalty o f  

$300 m illion against the B ank w ith respect to  unsafe and unsound practices and violations o f  law 

based on deficiencies in the B ank’s trading oversight practices;

W H ER EA S, on Septem ber 19, 2013, the Securities and Exchange Com m ission (the 

“ SEC”) issued an enforcem ent action against JPM C, including assessing a penalty o f  $200 

m illion, w ith respect to  the failure to  m aintain effective internal controls over financial reporting 

and effective disclosure controls and procedures in connection w ith filing financial reports for 

the first quarter o f  2012 that inaccurately valued SCP positions m anaged by the CIO (the “ SEC 

O rder”);

W H ER EA S, on Septem ber 19, 2013, the Financial Conduct A uthority o f  the U nited 

K ingdom  (the “FC A ”) issued an enforcem ent action against the Bank, including a penalty 

assessm ent o f  £137.6 million, w ith respect to  the failure o f  the B ank’s L ondon B ranch to  follow  

applicable Principles for Business relating to  skill, care, and diligence, m anagem ent and control, 

p roper m arket practice, and disclosure to  regulators in connection w ith the m anagem ent o f  the 

SCP;
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W H ER EA S, this O rder o f  A ssessm ent o f  a Civil M oney Penalty  Issued U pon Consent 

(the “Consent O rder o f  A ssessm ent”) is issued w ith  respect to  the following:

A. JPM C exercised inadequate oversight over the CIO and failed to  im plem ent 

adequate controls to  ensure the full and adequate disclosure o f  relevant inform ation to  senior 

m anagem ent and to  the JPM C board o f  directors regarding deficiencies in these controls, 

specifically including deficiencies identified in the Consent O rder and in the SEC Order;

B. JPM C failed to  ensure that significant inform ation related to  the valuation o f  SCP 

positions by the CIO and deficiencies identified in risk m anagem ent system s and controls needed 

by Reserve B ank exam iners to  adequately assess the risks related to  the SCP w as provided in a 

tim ely and appropriate m anner to  the exam iners;

W H ER EA S, the B oard is assessing a civil m oney penalty o f  $200 m illion against JPM C 

pursuant to  section 8(i)(2)(B) o f  the FD I Act, as amended, 12 U .S.C. § 1818(i)(2)(B), for the 

unsafe or unsound practices described above;

W H ER EA S, on Septem ber 16, 2013, the board o f  directors o f  JPM C, at a duly 

constituted m eeting, adopted a resolution authorizing and directing Stephen M. Cutler to  enter 

into this C onsent O rder o f  A ssessm ent on beha lf o f  JPM C and consenting to  com pliance w ith 

each and every applicable provision o f  this C onsent O rder o f  A ssessm ent by JPM C and its 

institution-affiliated parties, as defined in sections 3(u) and 8(b)(3) o f  the FD I Act, 12 U .S.C. §§ 

1813(u) and 1818(b)(3), and w aiving any and all rights that JPM C may have pursuant to  section 

8 o f  the FD I Act, including, but not lim ited to: (i) the issuance o f  a notice o f  charges; (ii) a 

hearing for the purpose o f  taking evidence on any m atters set forth in this Consent O rder o f  

A ssessm ent; (iii) judicial review  o f  this C onsent O rder o f  A ssessm ent; (iv) contesting the 

issuance o f  this C onsent O rder o f  A ssessm ent by the B oard o f  G overnors; and (v) challenging or.
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contesting, in any m anner, the basis, issuance, validity, term s, effectiveness or enforceability o f  

this C onsent O rder o f  A ssessm ent or any provision hereof.

NO W , TH EREFO RE, before the filing o f  any notices, or taking o f  any testim ony or 

adjudication o f  or finding on any issues o f  fact or law herein and solely for the purpose o f  

settling this m atter w ithout a form al proceeding being filed and w ithout the necessity for 

protracted or extended hearings or testim ony, it is hereby ordered pursuant to  section 8(i)(2)(B) 

o f th e F D I  Act, 12U .S .C . § 1818(i)(2)(B), that:

1. (a) The B oard o f  G overnors hereby assesses JPM C a civil m oney penalty in the 

am ount o f  $200 m illion for the unsafe or unsound practices described in this Consent O rder o f  

A ssessm ent.

(b) The civil m oney penalty  assessed shall be paid to  the B oard o f  G overnors at the 

tim e o f  the execution o f  this C onsent O rder o f  A ssessm ent by Fedw ire transfer o f  im m ediately 

available funds to  the Federal Reserve B ank o f  R ichm ond, A B A  No. 051000033, beneficiary, 

B oard o f  G overnors o f  the Federal R eserve System. The B oard o f  G overnors or the Federal 

R eserve B ank o f  R ichm ond on its beha lf shall rem it the funds to  the U nited States Treasury, 

pursuant to  section 8(i) o f  the FD I Act, 12 U .S.C. § 1818(i).

N otices

2. All com m unications regarding this Consent O rder o f  A ssessm ent shall be sent to:

(a) B ruce T. R ichards 
Senior V ice President 
Federal R eserve B ank o f  N ew  Y ork 
33 Liberty  Street 
N ew  York, N ew  Y ork 10045.
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(b) Stephen M. Cutler
Executive V.P. and General Counsel 
JPM organ Chase & Co.
270 Park  Avenue, 48th F loor 
N ew  York, N ew  Y ork 10017.

M iscellaneous

3. The provisions o f  this C onsent O rder o f  A ssessm ent shall be binding on JPM C and its 

institution-affiliated parties in their capacities as such, and their successors and assigns.

4. Each provision o f  this C onsent O rder o f  A ssessm ent shall rem ain effective and 

enforceable until stayed, m odified, term inated, or suspended in w riting by the B oard o f  

Governors.

5. N otw ithstanding any provision o f  this C onsent O rder o f  A ssessm ent, the R eserve B ank 

may, in its sole discretion, grant w ritten extensions o f  tim e to  JPM C to com ply w ith  any 

provision o f  this Consent O rder o f  A ssessm ent.

6. Except as provided for in this C onsent O rder o f  A ssessm ent, the B oard o f  G overnors 

hereby releases and discharges JPM C and its affiliates, successors, and assigns from  all potential 

liability for a civil m oney penalty  based on the facts described in this Consent O rder o f  

A ssessm ent and in the OCC, SEC, and FC A  enforcem ent actions described above. N othing in 

this C onsent O rder o f  A ssessm ent bars or prohibits the B oard o f  Governors, the R eserve Bank, 

or any federal or state agency or departm ent from  taking any action against any 

institution-affiliated party o f  JPM C and its affiliates, successors, and assigns. The foregoing 

release and discharge shall not preclude or affect any right o f  the B oard o f  G overnors to 

determ ine and ensure com pliance w ith  the Consent O rder or this Consent O rder o f  Assessm ent,
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or any proceedings brought by the Board of Governors to enforce the terms and provisions o f the 

Consent Order or this Consent Order of Assessment.

By Order of the Board of Governors effective this 18th day o f September, 2013.

JPMORGAN CHASE & CO.By: /s/ Stephen M. Cutler.Stephen M. Cutler.Executive V.P. and General Counsel.BOARD OF GOVERNORS OF THE
FEDERAL RESERVE SYSTEM. By: /s/ Robert deV. Frierson.Robert deV. Frierson.Secretary of the Board.
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